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or by certified or registered mail ad-
dressed to the lessee at the last known
address.

(b) A notice of noncompliance shall
specify in what respect(s) the lessee
has failed to comply with the provi-
sions of applicable law; regulations; the
lease; the requirements of an approved
Delineation, Testing, or Mining Plan;
or the Director’s orders or instruc-
tions, and shall specify the action(s)
which must be taken to correct the
noncompliance and the time limits
within which such action must be
taken.

(c) Failure of a lessee to take the ac-
tions specified in the notice of non-
compliance within the time limit spec-
ified shall be grounds for a suspension
of operations and other appropriate ac-
tions, including but not limited to the
assessment of a civil penalty of up to
$10,000 per day for each violation that
is not corrected within the time period
specified (43 U.S.C. 1350(b)).

(d) Whenever the Director determines
that a violation of or failure to comply
with any provision of the Act; or any
provision of a lease, license, or permit
issued pursuant to the Act; or any pro-
vision of any regulation promulgated
under the Act probably occurred and
that such apparent violation continued
beyond notice of the violation and the
expiration of the reasonable time pe-
riod allowed for corrective action, the
Director shall follow the procedures
concerning remedies and penalties in
subpart N, Remedies and Penalties, of
part 250 of this title to determine and
assess an appropriate penalty.

(e) The remedies and penalties pre-
scribed in this section shall be concur-
rent and cumulative, and the exercise
of one shall not preclude the exercise of
the other. Further, the remedies and
penalties prescribed in this section
shall be in addition to any other rem-
edies and penalties afforded by any
other law or regulation (43 U.S.C.
1350(e)).

§ 282.15 Cancellation of leases.
(a) Whenever the owner of a nonpro-

ducing lease fails to comply with any
of the provisions of the Act, the lease,
or the regulations issued under the
Act, and the default continues for a pe-
riod of 30 days after mailing of notice

by registered or certified letter to the
lease owner at the owner’s record post
office address, the Secretary may can-
cel the lease pursuant to section 5(c) of
the Act, and the lessee shall not be en-
titled to compensation. Any such can-
cellation is subject to judicial review
as provided by section 23(b) of the Act.

(b) Whenever the owner of any pro-
ducing lease fails to comply with any
of the provisions of the Act, the lease,
or the regulations issued under the
Act, the Secretary may cancel the
lease only after judicial proceedings
pursuant to section 5(d) of the Act, and
the lessee shall not be entitled to com-
pensation.

(c) Any lease issued under the Act,
whether producing or not, may be can-
celed by the Secretary upon proof that
it was obtained by fraud or misrepre-
sentation and after notice and oppor-
tunity to be heard has been afforded to
the lessee.

(d) The Secretary may cancel a lease
in accordance with the following:

(1) Cancellation may occur at any
time if the Secretary determines after
a hearing that—

(i) Continued activity pursuant to
such lease would probably cause seri-
ous harm or damage to life (including
fish and other aquatic life), to prop-
erty, to any mineral (in areas leased or
not leased), to the national security or
defense, or to the marine, coastal, or
human environment;

(ii) The threat of harm or damage
will not disappear or decrease to an ac-
ceptable extent within a reasonable pe-
riod of time; and

(iii) The advantages of cancellation
outweigh the advantages of continuing
such lease in force.

(2) Cancellation shall not occur un-
less and until operations under such
lease shall have been under suspension
or temporary prohibition by the Sec-
retary, with due extension of any lease
term continuously for a period of 5
years or for a lesser period upon re-
quest of the lessee;

(3) Cancellation shall entitle the les-
see to receive such compensation as is
shown to the Secretary as being equal
to the lesser of—

(i) The fair value of the canceled
rights as of the date of cancellation,
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taking account of both anticipated rev-
enues from the lease and anticipated
costs, including costs of compliance
with all applicable regulations and op-
erating orders, liability for cleanup
costs or damages, or both, and all other
costs reasonably anticipated on the
lease, or

(ii) The excess, if any, over the les-
see’s revenue from the lease (plus in-
terest thereon from the date of receipt
to date of reimbursement) of all con-
sideration paid for the lease and all di-
rect expenditures made by the lessee
after the date of issuance of such lease
and in connection with exploration or
development, or both, pursuant to the
lease (plus interest on such consider-
ation and such expenditures from date
of payment to date of reimbursement),
except that in the case of joint leases
which are canceled due to the failure of
one or more partners to exercise due
diligence, the innocent parties shall
have the right to seek damages for
such loss from the responsible party or
parties and the right to acquire the in-
terests of the negligent party or par-
ties and be issued the lease in question.

(iii) The lessee shall not be entitled
to compensation where one of the fol-
lowing circumstances exists when a
lease is canceled:

(A) A producing lease is forfeited or
is canceled pursuant to section (5)(d) of
the Act;

(B) A Testing Plan or Mining Plan is
disapproved because the lessee’s failure
to demonstrate compliance with the re-
quirements of applicable Federal law;
or

(C) The lessee of a nonproducing
lease fails to comply with a provision
of the Act, the lease, or regulations
issued under the Act, and the non-
compliance continues for a period of 30
days or more after the mailing of a no-
tice of noncompliance by registered or
certified letter to the lessee.

Subpart C—Obligations and
Responsibilities of Lessees

§ 282.20 Obligations and responsibil-
ities of lessees.

(a) The lessee shall comply with the
provisions of applicable laws; regula-
tions; the lease; the requirements of
the approved Delineation, Testing, or

Mining Plans; and other written or oral
orders or instructions issued by the Di-
rector when performing exploration,
testing, development, and production
activities pursuant to a lease issued
under part 281 of this title. The lessee
shall take all necessary precautions to
prevent waste and damage to oil, gas,
sulphur, and other OCS mineral-bear-
ing formations and shall conduct oper-
ations in such manner that does not
cause or threaten to cause harm or
damage to life (including fish and other
aquatic life); to property; to the na-
tional security or defense; or to the
marine, coastal, or human environ-
ment (including onshore air quality).
The lessee shall make all mineral re-
source data and information and all en-
vironmental data and information ac-
quired by the lessee in the course of ex-
ploration, testing, development, and
production operations on the lease
available to the Director for examina-
tion and copying at the lease site or an
onshore location convenient to the Di-
rector.

(b) In all cases where there is more
than one lease owner of record, one
person shall be designated payor for
the lease. The payor shall be respon-
sible for making all rental, minimum
royalty, and royalty payments.

(c) In all cases where lease operations
are not conducted by the sole lessee, a
‘‘designation of operator’’ shall be sub-
mitted to and accepted by the Director
prior to the commencement of lease-
hold operations. This designation when
accepted will be recognized as author-
ity for the designee to act on behalf of
the lessees and to fulfill the lessees’ ob-
ligations under the Act, the lease, and
the regulations of this part. All
changes of address and any termi-
nation of a designation of operator
shall be reported immediately, in writ-
ing, to the Director. In the case of a
termination of a designation of oper-
ator or in the event of a controversy
between the lessee and the designated
operator, both the lessee and the des-
ignated operator will be responsible for
the protection of the interests of the
lessor.

(d) When required by the Director or
at the option of the lessee, the lessee
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